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Money Market in August 


The large reduction in excess reserves of member 
banks which resulted from the 50 per cent increase in 
reserve requirements at the close of business on August 
15, had virtually no current effect on the money market. 
Short term money rates remained at the low levels of 
previous months, prices of Government bonds held at the 
highest levels of recent years, and the market for other 
high grade securities continued firm. On August 17, the 
first business day following the increase in reserve re- 
quirements, there was no unusual turnover of funds in 
the call money market, or in the bill market, or even in 
the market for Federal funds, and only a small amount 
of borrowing at the Reserve Bank was done by member 
banks in this district. 

The principal immediate effect of the increase in 
reserve requirements was the shifting of moderate 
amounts of funds from one bank to another to adjust 
the position of banks which did not have sufficient funds 
in their reserve balances in the Federal Reserve Banks 
to cover the increase in reserve requirements. Many 
banks outside the larger cities had followed the prac- 
tice of depositing a considerable part of their idle funds 
with their city correspondents, rather than in the Reserve 
Banks, and some of these funds were withdrawn from 
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the city correspondents around the middle of August and 
added to the reserve balances of the out of town banks 
in their respective Federal Reserve Banks. In the week 
ended August 19 the deposits of the principal New York 
City banks due to other domestic banks showed a reduc- 
tion of $111,000,000. These deposits, however, include 
funds of other New York City banks, including savings 
banks, and it appears that the aggregate withdrawal of 
funds by out of town banks from the principal New York 
City banks during that week was in the neighborhood of 
$100,000,000. 

The net reduction in the reserves of the New York City 
banks during the week ended August 19 was only 
$65,000,000, as the transfers of funds to banks in other 
localities were partly offset by funds received from the 
redemption of Home Owners’ Loan Corporation bonds 
held by these banks and by gold imports. Most of the 
principal New York City banks had sufficient reserves on 
hand to meet the increase in their reserve requirements, 
together with the reduction in the deposits which they 
held for other banks, and only minor adjustments were 
required in a few cases. After the increase in reserve 
requirements, however, the ratio of excess reserves to 
required reserves was distinctly lower in New York City 
than the average for all other member banks throughout 
the country. Before the increase in requirements, the prin- 
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cipal New York City banks had approximately $1,200,- 
000,000 of excess reserves as compared with requirements 
of $1,250,000,000, an excess of 96 per cent, but after the 
increase, reserve requirements rose to approximately 
$1,860,000,000, while excess reserves declined to $530,- 
000,000 on August 19, or less than 30 per cent of require- 
ments. For all other member banks, excess reserves 
before the increase in requirements were close to 2 billion 
dollars as compared with requirements of less than 
$1,700,000,000, an excess of around 120 per cent; on 
August 19, after the increase, reserve requirements 
amounted to about $2,560,000,000 and excess reserves 
were $1,280,000,000, or about 50 per cent of requirements. 
For all member banks the reduction in excess reserves 
was from about $3,250,000,000 on August 15 to about 
$1,810,000,000 on August 19. 

During the remainder of the month reserve balances 
of member banks continued to increase gradually, largely 
as a result of further disbursements of Government funds 
which had been accumulated in the Reserve Banks in 
June, but partly as a result of a new inflow of gold from 
abroad. Most of the increase in reserves occurred at 
New York, as there was a substantial inflow of commer- 
cial and investment funds to New York from other parts 
of the country, in addition to receipts at New York of 
most of the imported gold. Near the end of the month, 
therefore, excess reserves of the New York City banks 
rose to around $635,000,000, or approximately 35 per 
cent of required reserves. For the entire country, excess 
reserves on August 26, were about $1,890,000,000, or 
421% per cent of required reserves. 


The increase in reserve requirements of member banks 
has had the effect of reducing the danger of eventual 
excessive expansion of bank credit, not only through its 
immediate effect on the amount of excess reserves, but 
also through a reduction in the amount of additional 
deposits that can be supported by a given amount of 


member bank reserves. The percentages of reserves 
which various classes of member banks must now carry 
against their deposits are as follows: 


Reserve Required Against— 


Demand Deposits Time Deposits 


19% 4% 
15 4 
10% 4% 


Central reserve city banks... ...... 
Reserve city banks 
“Country” banks 


The position of the Federal Reserve Banks was 
virtually unaffected by the increase in the reserves which 
member banks are required to maintain. The actual 
amount of reserve balances held for member banks was 
practically unchanged, but a larger part of such balances 
represented required reserves and a smaller part repre- 
sented excess reserves. The only discernible change in 
the position of the Reserve Banks was a small increase 
in the number and amount of loans to member banks, 
caused by borrowings of a few banks that did not 
have sufficient funds immediately available to cover the 
increase in their reserve requirements. The aggregate 
amount of such loans to member banks was about 
$1,400,000 in this district, and approximately $2,100,000 
for the country as a whole. 


July 31, 1936/Aug. 28, 1936 


Stock Exchange call loans 1 
Stock Exchange 90 day loans 1 
Prime commercial paper—4 to 6 months} 
Bills—90 day unindorsed 3/16 
Customers’ rates on commercial loans 
(Average rate of leading banks at 
middle of month) 
Treasury securities: 
Maturing December (yield) . 
Maturing February 1938 (yield). ... 
Average yield on Treasury notes (1-5 


1.63 


No yield 
0.17 


0.76 
2.32 


0.22 
discount rate 1% 
Federal Reserve Bank of New York 
buying rate for 90 day indorsed bills. % 


MemsBer BAnkK CREDIT 


The most noteworthy development in member bank 
credit during August was an unusually vigorous increase 
for the time of year in loans other than security loans, 
The principal New York City banks reported an increase 
of approximately $40,000,000 in such loans during the 
four weeks ended August 26, and other reporting mem- 
ber banks in principal cities throughout the country 
showed an increase of $84,000,000 during the three weeks 
ended August 19. While commercial borrowing fre- 
quently reaches its summer low point at the end of July 
and shows the beginning of the autumn increase during 
August, the increase of recent weeks occurred after 
practically no seasonal decline in preceding weeks, and 
carried the volume of such loans to the highest level 
since the autumn of 1933. 

The total volume of loans and investments in reporting 
member banks has shown a moderate decrease during 
the past few weeks, however, due chiefly to reductions in 
holdings of direct obligations of the Government and 
Government guaranteed securities, but partly to a further 
gradual reduction in security loans. On August 19 the 
volume of security loans in all reporting member banks 
was only $43,000,000 larger than a year previous, 
an increase of about $100,000,000 in loans to security 
brokers and dealers having been partly offset by a reduc- 
tion in security loans to other customers. On the other 
hand, the volume of all other loans was more than 
$400,000,000 larger than a year ago. 


CoMMERCIAL PAPER AND BILLS 


During August, increased use was made of the open 
market for commercial paper by a diversified list of con- 
cerns in order to meet seasonal requirements for funds. 
Commercial paper houses experienced no difficulty in 
disposing of these newly acquired notes promptly, how- 
ever, as the active demand for business paper which has 
prevailed for some time continued unabated. The prevail- 
ing rate for average grade prime four to six month com- 
mercial paper remained at 34 per cent. Rates of 54 and 
1% per cent also continued to be quoted for unusually 
high grade paper of shorter duration which occasionally 
entered the market. Commercial paper dealers reported 
$187,600,000 of paper outstanding at the end of July, 
the largest amount since October 1934. Comparable 
figures were $168,700,000 a month previous, $163,600,000 
a year ago, and $60,100,000 at the low point of May 1933. 

Trading activity in the bill market continued light 
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during August; in fact the dealers’ turnover of bills 
was the smallest since April. Rates remained at the 
slightly higher levels which were quoted around the 
middle of July. The following table shows that the 
volume of bills outstanding at the end of July amounted 
to approximately $316,000,000, which was about the same 
as at the end of June, and only $5,000,000 less than in 
July 1935. Reflecting tendencies in the foreign trade of 
this country, bills arising from import transactions were 
outstanding in a volume $6,000,000 larger than a year 
ago, but there has been a decline of $18,000,000 in export 
bills. Domestic warehouse credits showed an increase 
of $9,000,000 over a year ago. Accepting banks and 
bankers held $278,000,000 of bills at the end of July, 
leaving $38,000,000 of acceptances available for other 
investors. 
(Millions of dollars) 


Type of acceptance 


July 1935 June 1936 July 1936 
107 
74 


Domestic shipment 9 
Domestic warehouse credit............ 39 
Dollar exchange 2 


tween foreign countries............ 85 


316 


GOVERNMENT SECURITIES 


The Government bond market was quite strong during 
August, and within the first few days of the month prices 
had completely recovered from the moderate decline 
which occurred at mid-July when the 50 per cent increase 
in member bank reserve requirements was announced. 
Subsequently, quotations for Government bonds con- 
tinued to advance, all of the outstanding issues of 
Treasury bonds not due or callable within 5 years touch- 
ing new highs since issuance or equaling previous high 
quotations. The average decline in Treasury bonds 
around the middle of July amounted to 0.43 of a point, 
and since that time there has been an advance of 1.08 
points in the average price, so that Treasury bonds toward 
the end of August were selling more than 14 point higher 
on the average than was the case just prior to the an- 
nouncement of the increase in reserve requirements. The 
following table shows comparative closing quotations for 
several of the largest Treasury bond issues outstanding. 


Issue July 14 


34's of 1943-45 
of 1944-46 
4's of 1944-54 


Prices of Treasury notes also advanced during August, 
and the average yield on maturities of 1 to 5 years 
dropped to 0.69 per cent, as compared with the July 
low point of 0.72 per cent. Average rates on the 
$50,000,000 of 273 day Treasury bills which were issued 
weekly to replace maturing bills ranged downward from 
0.23 to 0.17 per cent. 

Data recently released by the Comptroller of the 
Currency for all national banks indicate that these banks 


increased their total Government security holdings 
$635,000,000 during the first half of 1936to$8,447,000,000 
on June 30. Holdings of direct Government obligations 
increased $518,000,000, and Government guaranteed 
securities rose $117,000,000. Holdings of Treasury bonds 
maturing after December 31, 1949, of which a total of 
$2,850,000,000 was floated by the Treasury during the 
six months under review, increased $860,000,000, while 
portfolios of Treasury bonds maturing on or before 
December 31, 1949, were reduced $181,000,000, and hold- 
ings of Treasury notes, which mature within 5 years, 
declined $171,000,000 during the six month period. 


(In millions of dollars) 


Dec. 31, 1935 June 30, 1936 
U. 8. Government Securities: 


—— bonds maturing on or before 


1,738 1,557 

965 
bonds 

Treasury notes 5 3,019 

Treasury bills 637 648 


Total Government Securities y 7,073 
Government Guaranteed Securities 1,374 


Total including Government Guaranteed] 
Securities 8,447 


Security Markets 


The rise in stock prices in July was followed by some 
further net advance during the first week of August. 
Railroad shares rose slightly above the July 1933 level 
and consequently reached the highest point since Sep- 
tember 1931. Industrial stocks, however, did not rise 
materially above the highest levels of July, and the 
public utility average remained somewhat below its 
July peak. In the succeeding week, movements of stock 
prices became increasingly irregular and in the third 
week of August there was a sizable decline, as a result 
of which the general average of stock prices was reduced 
about 6 per cent below the high level of the first part 
of the month, reaching the lowest level since the first 
part of July. Subsequently, however, the trend of prices 
was irregularly upward, so that quotations at the close 
of the month were about the same as at the opening. 
Throughout the month trading on the New York Stock 
Exchange was in small volume. 

Prices of domestic corporation bonds had some fur- 
ther rise in the first part of the month, which was fol- 
lowed by a slight easing in the third week, but subse- 
quently prices recovered to or slightly above those 
prevailing at the end of July. During the course of 
August yields on representative groups of high grade 
bonds reached new lows for many years, and yields on 
medium grade bonds also touched new lows for a 
number of years past, with the exception of the medium 
grade railroad group for which the average yield re- 
mained higher than in February. 


New Financing 


As is usual during the middle of the summer, the total 
of new security issues floated in August was consider- 
ably less than in most other months of this year. A 
preliminary calculation places the total of new issues at 
less than $285,000,000, composed of $55,000,000 of State, 


: 

July 17 August 29 By 

Leseseesecesess| 108 8/32 | 107 23/32 | 108 17/32 ‘a 

107 25732 | 107 13/32 | 108 9/32 

113 114 4/32 

103 24/32 | 103 10/32 | 104 10/32 

3's of 1946-48... ..............| 105 13/32 | 104 23/32 | 106 2/32 
2%'s of 1948-51..............-| 102 7/32 | 101 21/32 | 102 22/32 a 
24's of 1951-54.............+-] 101 14/32 | 100 25/32 | 101 31/32 S 
2's of 1955-60...............| 102 17/32 | 101 31/32 | 103 11/32 a 
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municipal, and farm loan issues, and $226,000,000 of 
domestic corporate issues which may be further classi- 
fied as $52,000,000 of railroad securities, $44,000,000 
of public utilities, $30,000,000 of industrials, and 
$100,000,000 of finance company issues. 

The General Motors Acceptance Corporation financing, 
which represented the second largest block of securities 
placed on the market at one time by a single company 
under the Securities Act of 1933, took the form of 
$50,000,000 of 10 year 3 per cent debentures and 
$50,000,000 of 15 year 314 per cent debentures; the 
proceeds will be used to retire short term notes and to 
provide additional working capital. Both issues were 
priced at 10114, the 10 year issue yielding 2.82 per cent 
to maturity and the 15 year issue 3.13 per cent. The 
other large issues of the month included a $35,000,000 
refunding issue of Cincinnati Gas and Electric Company 
30 year 314 per cent bonds, yielding 3.14 per cent to 
maturity, and $20,000,000 Pennsylvania Railroad Com- 
pany 34 year 334 per cent bonds, yielding 3.67 per cent, 
which were floated to augment working capital. The 
generally good bond market, together with the reduced 
volume of new security offerings, facilitated the distri- 
bution of the new bond issues brought out in August. 
The very high grade issues moved rapidly, and although 
the somewhat less high grade issues were sold less readily, 
they were eventually distributed at little concession from 
offering prices. 


Business Profits 


Reflecting the materially higher level of industrial 
production and general business activity, net profits of 
253 leading industrial and mercantile companies for the 
April to June quarter of this year were 73 per cent 
larger than for the corresponding quarter of 1935. Earn- 
ings of these companies, which indicate broad tendencies 
only and do not measure accurately the extent of im- 
provement in profits of all industrial concerns, showed 
even larger increases over the corresponding months in 
the years 1931 to 1934, inclusive, and were slightly 
higher than in the second quarter of 1930. Available 
data for a smaller list of companies, however, indicate 
that profits of leading industrial and mercantile con- 
cerns remained about one-third smaller than in 1929 and 
about 15 per cent less than in 1928. 

All of the groups of companies listed in the table 
showed larger profits in the second quarter of this year 
than a year ago, with the exception of the coal and coke 
group which sustained a small aggregate deficit. 
Especially large percentage gains were reported by the 
automobile, building supply, chemical and drug, machin- 
ery and tool, motion picture, and steel groups. The 
number of individual companies reporting deficits was 
reduced from 21 per cent of the total in 1935 to 11 per 
cent of the total in 1936, and more than 80 per cent of all 
companies improved their earnings record between the 
two years, including those that increased their profits, as 
well as those that reduced their deficits or earned some 
net profit instead of the deficits of last year. 

For the first half of 1936, earnings statements are avail- 
able for 380 industrial and mercantile concerns and these 
showed an increase of 60 per cent in profits over 1935, 
but a reduction of 13 per cent from the level of profits in 


the first half of 1930. As in the case of the April to June 
quarter, only the coal and coke group showed profits for 
the half year below the 1935 level. In comparison with 
the first half of 1930, profits this year of the automobile, 
automobile parts and accessories, chemical and drug, 
clothing and textile, coal and coke, copper, leather and 
shoe, metal and mining, rubber and tire, and retail store 
groups were at least slightly higher, while for the other 
groups of companies 1936 profits remained smaller than 
in 1930. In the case of several important groups, such as 
the steel and railroad equipment companies, represen- 
tative of the durable goods industries, and the tobacco 
companies in the consumers’ goods classification, the 
margin below 1930 amounted to more than 60 per cent. 

Class I railroads reported a small amount of net income 
in the second quarter of this year, as compared with an 
aggregate deficit in 1935, and for the first haif of the year 
the deficit after fixed charges was less than half as large 
as in 1935. Net operating income of telephone companies 
and net income of other public utility companies were 
moderately larger than last year, both for the second 
quarter and for the first six months. 

(Net profits in millions of dollars) 


Second Quarter First six months 


1930 | 1934 
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Net income 
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49.7) 48.6 97.5 
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— Deficit. * Not available. 


Foreign Exchanges 


The principal development in the foreign exchange 
market during August was a further gradual weaken- 
ing in French exchange and a renewed movement of 
gold from Paris to New York. In continuation of the 
downward tendency which had been apparent during 
the second half of the previous month, the franc-dollar 


| 
care: 1935 | 1936 
98.3) 177.5 
— — 
Electrical equipment..| 19.4 
45.5 
6 .6 
8.2 
amusement........] 4. 
ee Paper and paper prod- = 
7.6 
Tobacco.............] 2-3] 1.8 
Miscellaneous........| 10.4 6.8 
dae panies, net operating 
56 Other public utili- 
ties 
Net income........ 


eo 


i~ 


FEDERAL RESERVE AGENT AT NEW YORK 


rate declined from $0.065834 on July 31 to its effective 
lower gold point of $0.0658% on August 7, at which 
level the movement of gold from France to this country 
was resumed. T'he rate remained in the neighborhood 
of the gold shipping point during the remainder of 
August and small amounts of gold were engaged in 
Paris at frequent intervals for shipment here. Total 
engagements for the month, however, were reported to 
have amounted to only about $27,000,000, the movement 
having been of much smaller proportions than in other 
recent periods of exchange weakness. 


The dollar quotations for other European gold ex- 
changes showed smaller proportionate recessions than 
the French france, and in the Paris exchange market the 
Dutch guilder reached its upper gold point while both 
the Swiss and Belgian currencies approached this level. 


As in previous periods of weakness in French 
exchange, the pound sterling showed an advancing 
tendency during August, rising from $5.0154 at the 
end of July to the neighborhood of $5.0314 in the latter 
part of August. This advance was accompanied by 
corresponding movements in other currencies of the 
sterling area. 


Closing Cable Rates at New York 


Exchange on August 31, 1935} July 31, 1936 | August 29, 1936 


Germany 
Holland 


Gold Movement 


During August a total of $47,700,000 of gold imports 
affecting the monetary gold stock was received in the 
United States. Of this amount $17,500,000 from France, 
$12,600,000 from India, $11,100,000 from Canada, 
$2,500,000 from England, and $400,000 from Russia 
were received at New York, and on the West Coast 
$1,900,000 came from Hongkong and $1,600,000 from 
Australia. The gold stock was further augmented by 
the release of $2,600,000 previously held under earmark 
for foreign account at this bank, and by the receipt of 
domestic newly mined and scrap gold at the mints and 
assay offices, so that the monetary gold stock of the 
country rose approximately $70,000,000 during August. 


Gold amounting to $14,500,000 was imported from 
Mexico and Central American countries during the 
month, but was immediately placed under earmark at the 
Federal Reserve Bank of New York and therefore had 
no effect on the gold stock. 


Employment and Payrolls 


Employment and payrolls in New York State factories 
advanced from the middle of June to the middle of July, 
contrary to the usual seasonal tendency, with the result 
that the seasonally adjusted index of employment reached 
the highest level since September 1930, and the payroll 
index reached the highest point since May 1931. Sub- 
stantial gains in the food and beverage industries and 
moderate advances in the metals and machinery, and 
shoe industries exceeded curtailment in the clothing and 
building material groups. 


For the country as a whole a slight increase between 
June and July was shown in private employment in 
manufacturing and nonmanufacturing industries sur- 
veyed by the Department of Labor, and about 1,000,000 
more workers were reported employed this year than in 
the corresponding period a year ago, :while weekly pay- 
rolls were about $42,000,000 greater than a year ago. 
Factory employment rose unseasonally for the third 
consecutive month. Sizable gains occurred both before 
and after seasonal adjustment in the iron and steel, tex- 
tile, leather, food, and chemical industries. The number 
of workers employed at automobile plants was lower than 
in June but the level of employment in the industry, 
nevertheless, remained very high for this time of year. 


Among the nonmanufacturing industries, 9 of the 16 
groups surveyed by the Department of Labor showed 
gains in employment. Moderate increases occurred in 
quarrying, petroleum producing, public utilities, and 
wholesale trade, while declines were reported in retail 
trade and coal mining. 


The accompanying diagram indicates the movement 
of indexes of employment and of employee-hours in 
manufacturing industries since 1932, with the low point 
of March 1933 taken as the base period. The index of 
employee-hours measures employment in terms of the 
total number of hours worked and is unaffected by work 
spreading or its reverse, the restoration of more normal 
hours of work, so that it reflects the actual volume of 
employment more adequately than does the number of 


PER CENT 
180 


PLOYE 


Vv 
\ 


1932 1933 1934 1935 1936 


Indexes of Number of Persons Employed in United States Factories 
and Total Number of Hours Worked by Employees (Based on 
t of Labor data; March 1933 — 100 per cent) 


80 


69 = 

3 

$ .1685 $ .1689 

cng chines axes .06603 .06588 .06584 

| 4020 .4025 
.6767 6792 6792 

.2494 .2522 .2528 

. 1368 . 1369 . 1365 

-2558 .2588 .2594 
9050 9998 1.0000 

.0863 .0859 .0859 

. 

5 140 a 

l- 


70 MONTHLY REVIEW, SEPTEMBER 1, 1936 


workers employed. It has been estimated that the average 
full time work week in all manufacturing industries was 
about 49 hours in 1929, but because of reduced volume of 
business and efforts to distribute available work as widely 
as possible and to hold working forces together, the actual 
number of hours worked declined to 3914 per week in 
October 1932 and by March 1933 had dropped further to 
361% hours. Later, under the N. R. A. codes, the average 
was further shortened to less than 34 hours. 

In consequence of the policy of work spreading the 
number of men employed declined less sharply from 1929 
up to March 1933 than employment in terms of full time 
jobs or in terms of the total number of hours worked, 
and increased more in the following year when N. R. A. 
codes were being put into effect. The subsequent recovery 
in the number of people employed has been less rapid, 
on the whole, than the rise in total employment, measured 
by the employee-hours index, as part time operations 
have been gradually eliminated and substantially more 
work has been offered per employee. During the period 
of fairly steady recovery since September 1934, the 
employee-hours index has risen 32 per cent and the index 
of the number of employees 14 per cent. In July of this 
year factory employees worked an average of 3814 hours 
a week, 514 per cent above the figure of March 1933, and 
16 per cent above the low point of September 1934, 
though 21 per cent below the average full time week of 
1929. 


Production 


Available data indicate that the volume of industrial 
production during August compared favorably with 
the preceding month. August was the fifth consecutive 
month during which steel ingot output maintained a 
level of about 70 per cent of capacity. The recession 
in operations which ordinarily takes place during the 
summer has been prevented this year by unusual activity 
in a wide variety of steel consuming lines. Steel pro- 
duction during the last week of the month was estimated 
at a rate of 73 per cent of capacity, the highest level 
since May 1930, as the accompanying diagram indicates. 
The behavior of steel production so far in 1936 offers 
a striking contrast to the wide fluctuations during the 
first two years of the recovery period. In the automobile 
industry a substantial decrease in assemblies occurred 
during August as several plants shut down for vacations 
or to retool for new models, but cotton textile mills con- 
tinued to operate at a high rate, largely against heavy 
unfilled orders. Bituminous coal production was at a 
higher level than in July, and the output of electric 
generating plants rose slightly further in the latter part 
of August to the highest level ever reached. 

A further gain of 5 points occurred during July in 
the seasonally adjusted index of industrial production 
of the Board of Governors of the Federal Reserve 
System, and this index reached 108 per cent of the 
1923-25 average, the highest point since November 1929. 
Steel mill activity, which usually declines in July, 
remained near the June level, and automobile assemblies 
contracted less than would have been expected from 
past experience. Cotton textile mills increased opera- 
tions 314 per cent, although a decline is more usual, and 
the daily rate of mill consumption of raw cotton was 
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Rate of Steel Mill Activity, Expressed in Percentage of Capacity 


the largest recorded for July of any year except 1933. 
Machine tool orders expanded to a point that has been 
exceeded in the past fifteen years only during 1929 and 
the latter part of 1928, and advances were also shown 
in coal output, the generation of electric power, shoe 
production, meat packing, and wheat flour production. 
(Adjusted for seasonalfvariations and usual year to year growth) 


Passenger cars r 
Motor trucks 


p Preliminary r Revised * For quarter ended 


Indexes of Business Activity 


The distribution of goods appears to have been well 
maintained during the first three weeks of August, 
according to available weekly data. Although some 
slackening of activity was apparent in certain sections 
of the country, retail trade in many cities made favor- 
able comparisons, according to reports received from 
35 cities by the Department of Commerce. These reports 
also indicated further expansion in wholesale trade 
during the month. In the Metropolitan area of New 
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York, however, sales of the leading department stores 
for the first half of August did not show the usual 
seasonal advance over the July level. Shipments of 
merchandise and miscellaneous freight over the railroads 
during the first half of August were slightly higher than 
in July, while car loadings of bulk freight decreased 
somewhat, reflecting primarily a decline in grain ship- 
ments. 

In July the various indicators of the distribution of 
goods and general business activity showed no consistent 
change. Railroad shipments of bulk freight showed 
more than the usual increase while about the usual 
seasonal change occurred in car loadings of merchandise 
and miscellaneous freight. Retail trade continued well 
above a year ago; department store sales for the country 
as a whole were less than seasonally below June and 14 
per cent higher than last year, and in the Second Federal 
Reserve District sales showed about the usual decline 
but were 17 per cent higher than last year. A further 
slight recession occurred, however, in registrations of 
new passenger automobiles, and mail order house sales 
declined substantially reflecting to a large extent the 
usual seasonal influences. Among other indicators of 
business activity, the seasonally adjusted index of the 
volume of check transactions receded somewhat during 
July, while the volume of advertising and new life insur- 
ance sales showed only the usual seasonal movements. 


(Adjusted for seasonal variations, for usual year to year growth, 
and where necessary for price changes) 
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Foreign Trade 


Merchandise exports during July were valued at 
$178,000,000, an amount somewhat less than in the 
preceding month, while imports valued at $193,000,000 
were slightly larger than in June. The resulting import 
balance of $15,000,000 in July raised the excess of imports 
for the first seven months of this year to $24,000,000. 


The value of July exports was 3 per cent above a year 
ago, and imports were 9 per cent higher, both gains being 
smaller than in any previous month this year. 

Among the exports, increases over a year ago were 
chiefly confined to a number of finished goods. Ship- 
ments of aircraft and parts were more than three times 
as large as in July 1935. Substantial gains over a year 
ago likewise occurred in exports of electrical equipment, 
industrial machinery, other iron and steel manufactures, 
wood and paper products, fertilizers, and cotton cloth. 
Exports of unmanufactured tobacco also were larger than 
in July 1935. On the other hand, shipments of copper, 
passenger automobiles and motor trucks, crude and 
refined petroleum, raw cotton, ard certain other agri- 
cultural products were again smaller than a year ago. 

Imports of a wide range of commodities showed 
increases over July 1935. The quantity of wheat receipts 
was approximately four times that of a year ago, but 
there was a decrease in imports of corn. Imports of raw 
cotton, usually of minor importance, were also nearly 
four times the July 1935 volume. Receipts of nickel were 
about double those of a year ago and tin imports increased 
60 per cent in volume. Sizable gains were likewise shown 
in receipts of meat and dairy products, furs, cotton 
cloth, wood pulp and newsprint paper, and precious 
stones. Imports of sugar, crude rubber, and unmanu- 
factured wool were smaller in quantity, although larger 
in value, than a year ago. Receipts of copper, silk, and 
coffee were smaller in value as well as quantity than in 
July 1935. 


Commodity Prices 


The general level of prices of principal basic com- 
modities continued to advance during most of August 
and although some reaction occurred in several farm 
products in the latter part of the month, prices generally 
showed net gains for the month as a whole. The com- 
prehensive Bureau of Labor Statistics index of wholesale 
commodities rose during the three weeks ended August 
22 to 81.5 per cent of the 1926 average, thus reaching 
the highest level since October 1930. This advance was 
largely the result of an upward movement in the farm 
products group of the index, which rose about 4 per 
cent to the highest level since September 1930. A mod- 
erate increase also occurred in the wholesale food group 
which, however, remained 314 per cent below the year’s 
high reached in January. 

Among the individual agricultural commodities, the 
most pronounced gain occurred in corn prices. As a 
result of continued drought and consequent further 
deterioration of the crop, the cash quotation for corn 
at Chicago rose to $1.2114%4 a bushel on August 19, a 
level 14 per cent higher than at the end of July and 
more than double the year’s low, but as a result of a 
subsequent reaction closed the month at $1.0834 a bushel, 
only slightly higher than a month ago. Wheat prices also 
advanced during early August, the cash quotation for 
the Number 1 Northern grade at Minneapolis reaching 
$1.4934, the highest in about seven years; the price 
receded during the remainder of the month, however, 
closing at $1.38 a bushel, compared with $1.4234 at the 
end of July. Much the same tendency was apparent in 
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livestock prices, as gains in the average prices of both 
hogs and steers during the first half of the month were 
partially offset by recessions in the latter half. Because of 
greatly reduced feed supplies resulting from the drought, 
marketings of livestock have increased during recent 
weeks. Spot cotton declined gradually during the month, 
closing at 11.70 cents a pound on August 29, down 115 
points from a month ago, and 17% cents below the July 
high. 

The advance in the price of scrap steel at Pittsburgh, 
which has been in progress since the end of June con- 
tinued during the past month, the price reaching $16.25 
a ton, a new high since April 1930. Prices of the non- 
ferrous metals continued at previously current levels. 


Building 

For the 37 States covered by the F. W. Dodge Cor- 
poration report, total building and engineering contracts 
increased substantially in July, following a moderate 
advance in June, with the result that the seasonally 
adjusted index reached the highest level since January. 
Contracts for public works and utilities increased 58 
per cent over June, and other types of nonresidential 
construction rose 22 per cent owing especially to a large 
increase in commercial and factory building. These 
gains were slightly offset, however, by a small decline 
in residential building following increases in the four 
preceding months. In comparison with July 1935, all 
types of building and engineering contracts showed 
sizable advances and the combined total was 85 per 
cent higher. The most pronounced gain over a year ago 
occurred in heavy engineering construction which was 
considerably more than double the 1935 volume. 

In New York State and Northern New Jersey, July 
building and engineering contracts were 33 per cent 
higher than in June and 88 per cent above the total a 
year previous. Contracts for public works and utilities 
were about 2%, times as large as in July 1935, and other 
nonresidential construction showed a sizable gain. Resi- 
dential building contracts were slightly below the June 
level, following four consecutive months of increase, but 
remained 46 per cent higher than a year ago. 

In the first half of August, building and engineering 
contracts were awarded in 37 States at a rate about 22 
per cent below that of July. Larger than seasonal de- 
clines in public works and utility and other nonresiden- 
tial contracts exceeded a contra-seasonal gain in resi- 
dential contracts. Residential construction was double 
that of a year ago, and contracts for other types of work 
remained moderately above the August 1935 levels. 


Department Store Trade 


During the first half of August, total sales of the 
reporting department stores in the Metropolitan area 
of New York were 6.8 per cent higher than in the corre- 
sponding period a year ago, but the business of these 
stores failed to increase seasonally over the July level. 

Total July sales of the reporting department stores in 
this district were 17.1 per cent higher than last year. 
The New York City department stores recorded the most 
substantial gain in sales since March 1934, and the 
Northern New Jersey stores registered an unusually 


large sales increase of 3144 per cent, due in part to the 
low volume of sales in July 1935 on the initiation of 
sales tax in New Jersey. Sales of the Syracuse, Southern 
New York State, and Capital District department stores 
also compared more favorably with a year ago than in 
June, while reporting stores in the remaining localities 
recorded less favorable sales comparisons than in June. 
Sales of the leading apparel stores in this district were 
18.1 per cent higher than last year, the largest increase 
in four months. 
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All department stores 
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Wholesale Trade 


In July total sales of the reporting wholesale firms in 
this district averaged 31 per cent higher than last year, 
the largest increase since March 1934. Sales of the men’s 
clothing concerns were almost 90 per cent higher than 
last year, the largest year to year increase since August 
1933. In addition, stationery sales showed the largest 
rise since May 1934, and sales of the. grocery firms 
advanced by the largest percentage since November 1934. 
The hardware and diamond concerns also registered sub- 
stantial gains in sales, which were the largest in several 
months, but the remaining lines reported less favorable 
comparisons with a year ago than in June. 
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* Quantity figures reported by the National Federation of Textiles, Incorporated 
not included in weighted average for total wholesale trade. 
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